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to respond to a collection of informa-
tion unless it displays a currently valid
OMB control number.

Subpart G—Financial
Management

§3560.301 General.

This subpart contains requirements
for the financial management of Agen-
cy-financed multi-family housing
(MFH) projects, including accounts,
budgets, reports, and engagements. Fi-
nancial management systems and pro-
cedures must cover all housing oper-
ations and provide adequate docu-
mentation to ensure that program ob-
jectives are met.

§3560.302 Accounting, bookkeeping,
budgeting, and financial manage-
ment systems.

(a) General. Borrowers must establish
the accounting, bookkeeping, budg-
eting and financial management proce-
dures necessary to conduct housing
project operations in a financially safe
and sound manner. Borrowers must
maintain records in a manner suitable
for an engagement and must be able to
report accurate operational results to
the Agency from these accounts and
records.

(b) Acceptable methods of accounting.
(1) Borrowers may use a cash, accrual,
or modified accrual method of account-
ing, bookkeeping, and budget prepara-
tions as long as the method is con-
sistent with the statements required
by the engagement in accordance with
the standards identified in §3560.308.

(2) Borrowers must describe their ac-
counting, bookkeeping, budget prepa-
ration, and financial reporting proce-
dures, including Agency-approved en-
gagements, in their management plan.

(3) Borrowers must notify the Agency
of any changes in their accounting,
bookkeeping, budget preparation, and
financial management reporting sys-
tems through a revision of their man-
agement plan.

(c) Account requirements. (1) As used
in this paragraph, the term account is
used interchangeably to mean a book-
keeping account (ledger) or a bank ac-
count.
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(2) At a minimum, borrowers must
maintain the accounts required by
their loan agreement or resolution.

(3) The following list identifies the fi-
nancial accounts that are required for
each housing project. Additional ac-
counts may be required by third-party
lenders. Accounts are to be funded in
the following priority order, except
that paragraphs (c¢)(3)(iv), (v), and (vi)
of this section are funded directly by
tenant security deposits or patron cap-
ital receipts respectively:

(i) General operating account;

(ii) Real estate tax and insurance ac-
count (if not part of the general oper-
ating account);

(iii) Reserve account;

(iv) Tenant security deposit account;

(v) Membership fee account for coop-
erative housing; and

(vi) For cooperative housing only, a
patron capital account.

(4) Amounts escrowed for taxes and
insurance may be kept in the general
operating account as long as the ac-
counting system reflects the amount
escrowed.

(5) Regardless of the number or types
of accounts established, the borrower
must meet the following requirements:

(i) All housing project funds must be
held only in financial institution ac-
counts insured by an agency of the
Federal Government, backed by collat-
eral provided by the bank, or held in
securities meeting the conditions in
this subpart.

(ii) Funds maintained in an institu-
tion may not exceed the limit estab-
lished for Federal deposit insurance. If
funds exceed the amount covered by
Federal deposit insurance, borrowers
must obtain a collateral pledge from
the institution to cover all funds or
must move funds to an institution that
will insure the funds.

(iii) All funds and proceeds in any ac-
count must be used only for authorized
purposes as described in Agency’s regu-
lations, loan or grant documents. Use
of funds for non-program purposes con-
stitutes non-monetary default as de-
scribed in §3560.452(c).

(iv) All funds received and held in
any account, except the tenant secu-
rity deposit, membership fee, and pa-
tron capital accounts, must be held in
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trust by the borrower for the loan obli-
gation until used and serve as security
for the Agency loan or grant.

(v) Borrowers must be able to ac-
count for housing project funds with
accounting methods or practices that
maintain the proprietary identity of
the funds for each project. A borrower
may operate one account for multiple
projects as long as the funds for each
project themselves are accounted for
separately.

(vi) Each borrower must have access
to at least one demand deposit or
checking account.

(vii) Housing project funds may not
be pledged as collateral for debts with-
out Agency approval. If such a need
arises for an eligible program purpose,
the borrower must obtain prior Agency
approval.

(6) Tenant security deposit accounts
or membership fee accounts and patron
capital accounts must be maintained in
a separate account in trust for the ten-
ants or members and handled in a man-
ner consistent with state and local
laws.

(d) Documentation of separate account-
ability. Housing project funds may be
combined in one or more bank ac-
counts for two or more housing
projects as long as the borrower’s ac-
counting system segregates and tracks
funds for each project separately.

(1) When borrowers request Agency
approval of an accounting system that
combines funds from two or more hous-
ing projects, they must demonstrate to
the Agency that the accounting sys-
tems are structured to segregate and
maintain separate accountability for
each housing project. Such demonstra-
tion must include a statement issued
by a Certified Public Accountant (CPA)
stating that the accounting system is
structured to meet this principle of
separate accountability.

(2) The accounting system and man-
agement plan must document the
method for prorating revenue and ex-
penses that are not clearly identifiable
as being associated with a particular
housing project.

(3) Funds for housing projects man-
aged by the same management com-
pany must not be co-mingled.

(e) Records. (1) Borrowers must retain
all housing project financial records,
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books, and supporting material for at
least three years after the issuance of
the engagement and financial reports.
Upon request, these materials will im-
mediately be made available to the
Agency, its representatives, the USDA
Office of the Inspector General (OIG),
or the General Accountability Office
(GAO).

(2) Borrower accounts and records
will be kept or made available in a lo-
cation with reasonable access for in-
spection, review, and copying by the
Agency, other authorized representa-
tives of the USDA, OIG, or GAO.

(3) Automated records may be used if
they meet the conditions of paragraph
(f) of this section.

(f) Forms generated by automated Sys-
tems. (1) The forms and formats ap-
proved for use by borrowers may be
prepared on automated systems when
they meet the requirements of this
paragraph.

(2) Forms may be automated if they
meet the following requirements:

(i) The identical wording and nomen-
clature of an official form must be in-
cluded in the automated version of the
form, including the Office of Manage-
ment and Budget (OMB) approval num-
ber.

(ii) The logic or mathematical cal-
culation of an official form must be the
same in an automated version of the
form.

(iii) The name or logo of the source of
the automated form must be visible on
each output of the automated form.

(iv) Output size must be 8% x 11
inches.

(v) Nominal spacing adjustment and
colored paper are allowed.

(g) Farm Labor Housing. Borrowers
with on-farm labor housing units will
be considered in compliance with this
section by virtue of completing the
record keeping and reporting require-
ments outlined in subpart M of this
part.

§3560.303 Housing project budgets.

(a) General requirements. (1) Using an
Agency-approved format, borrowers
must submit to the Agency for ap-
proval a proposed annual housing
project budget prior to the start of the
housing project’s fiscal year. The cap-
ital budget section of the annual

631



		Superintendent of Documents
	2013-04-17T13:37:48-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




